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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 


This  is  our  financial-compliance  audit  report  for  the  Department  of  Justice  for  the  two  fiscal  years  ended 
June  30,  2001 .  Included  in  this  report  are  recommendations  related  to  compliance  with  federal 
regulations  governing  operations  of  the  Medicaid  Fraud  Control  Unit,  accounting  for  motor  carrier  safety 
inspections,  administration  of  internships,  expenditure  of  general  fund  money  before  other  sources,  and 
fire  prevention  and  investigation  advisory  council  meetings.  The  department's  written  responses  to  the 
audit  recommendations  are  included  at  the  end  of  the  audit  report.  We  thank  the  Attorney  General  and 
the  department  staff  for  their  cooperation  and  assistance  during  the  audit. 
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Report  Summary 

We  recommend  the  department  establish  accountability  for 
interest  earned  on  the  federal  program  income  funds  of  the 
Medicaid  Fraud  Control  Unit 7 

Agency  Response:  Concur.  See  page  B-3. 

We  recommend  the  department  establish  procedures  to 

ensure  cash  draws  from  the  federal  government  are  executed 

in  accordance  with  federal  regulations  and  state  law 8 

Agency  Response:  Concur.  See  page  B-3. 

We  recommend  the  department  revise  travel  cost  allocation 
procedures  to  ensure  expenditures  charged  to  the  Medicaid 
fraud  grant  are  allowable 8 

Agency  Response:  Concur.  See  page  B-4. 

We  recommend  the  department  establish  procedures  for 

hiring  interns  to  ensure  compliance  with  state  employment 

laws 9 

Agency  Response:  Concur.  See  page  B-4. 

We  recommend  the  Gambling  Control  Division  expend 

nongeneral  fund  money  first,  as  required  by  section  17-2- 

108,  MCA 9 

Agency  Response:  Concur.  See  page  B-4. 

We  recommend  the  department  record  personal  services 
expenditures  related  to  the  Motor  Carrier  Safety  Assistance 
Program  as  personal  services  expenditures  on  the  state's 
accounting  system 10 

Agency  Response:  Concur.  See  page  B-4. 
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Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


Recommendation  #4 


Recommendation  #5 


Recommendation  #6 


Report  Summary 


Recommendation  #7 


We  recommend  the  department  either: 


Page  S-2 


A.  Seek  legislation  to  eliminate  the  fire  prevention  and 
investigation  advisory  council. 


B.  Hold  advisory  council  meetings  at  least  armually  in 
accordance  with  section  2-15-122,  MCA 


11 


Agency  Response:  Concur.  See  page  B-4. 


Recommendation  #8 


We  recommend  the  department  submit  annual  reports  on  the 
activities  of  the  Law  Enforcement  Academy  as  required  by 
section  44-10-202(8),  MCA 


.11 


Agencv  Response:  Concur.  See  page  B-5. 


Introduction 


Introduction 


We  performed  a  financial-compliance  audit  of  the  Department  of 
Justice  (department)  for  fiscal  years  1999-00  and  2000-01.  The 
objectives  of  the  audit  were  to: 


1.  Determine  if  the  department  complied  with  applicable  state  and 
federal  laws  and  regulations. 

2.  Identify  areas  for  improvement  in  the  internal  and  management 
controls  of  the  department. 

3.  Determine  if  the  department's  financial  schedules  present  fairly, 
in  accordance  with  state  accountmg  policy,  the  results  of  its 
operations  for  the  two  fiscal  years  ended  June  30,  2001. 

4.  Determine  implementation  status  of  prior  audit 
recommendations. 


In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  costs,  if  significant,  of  implementing  the 
recommendations  made  in  this  report.  Areas  of  concern  deemed  not 
to  have  a  significant  effect  on  the  successfiil  operations  of  the 
department  are  not  specifically  included  in  this  report,  but  have  been 
discussed  with  management. 


Background 


As  required  by  section  17-8-101(6),  MCA.  we  analyzed  the  rates 
charged  and  fund  equity  in  the  department's  Internal  Service  Funds. 
Our  findings  in  this  area  are  disclosed  beginning  on  page  13. 

The  Attorney  General,  who  is  elected  to  serve  a  four-year  term, 
heads  the  department.  The  department's  primary  functions  are  to 
provide  effective  statewide  law  enforcement,  legal  services,  and 
public  safety. 


The  Board  of  Crime  Control  (board)  is  attached  to  the  department  for 
administrative  purposes.  The  board  is  composed  of  1 8  members 
appointed  by  the  Governor  and  confirmed  by  the  Senate.  The  staff 
hired  by  the  board  operates  as  part  of  the  department,  and  board 
operations  are  presented  in  the  department's  financial  schedules  as 
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Introduction 


the  Justice  System  Support  Service  Program.  The  departmem's 
divisions  are  described  below. 

Legal  Services  -  provides  legal  research  and  analysis  for  the 
Attorney  General;  legal  counsel  for  state  government  and  state 
officials,  bureaus,  and  boards;  legal  assistance  to  local  governments; 
legal  assistance,  training,  and  support  for  county  prosecutors;  and 
legal  advice  and  support  for  all  state  agencies.  The  Natural  Resource 
Damage  Litigation  Program,  which  conducts  litigation  of  claims 
arising  from  damages  to  natural  resources  in  the  Clark  Fork  River 
Basin  between  Butte  and  Milltown,  operates  in  this  division.  Also 
included  is  the  Bankruptcy/Collection  Unit,  which  collects  money 
due  the  state,  with  emphasis  on  bankruptcy  cases. 

Gambling  Control  -  licenses  and  regulates  gambling  activities  and 
enforces  gambling  laws  in  the  state  of  Montana.  The  division 
collects  license  fees,  collects  and  distributes  gambling  taxes,  and 
investigates  functions  relating  to  alcoholic  beverage  licensing  and 
tobacco  enforcement. 

Motor  Vehicle  -  administers  vehicle  registration  and  driver  licensing. 
The  Title  and  Registration  Bureau  in  Deer  Lodge  is  part  of  this 
division. 

Highway  Patrol  -  enforces  commercial  vehicle  regulations  and 
general  traffic  laws,  investigates  accidents  and  auto  thefts,  inspects 
vehicles,  and  provides  motorist  assistance. 

Criminal  Investigation  -  assists  law  enforcement  agencies  and 
promotes  enforcement  cooperation  between  federal,  state,  county, 
and  city  agencies  through  its  investigative  work.  The  division 
administers  the  Law  Enforcement  Academy,  which  provides  a 
professional  education  and  trainmg  program  in  criminal  justice  for 
Montana  law  enforcement  officers,  and  the  Fire  Prevention  and 
Investigation  Bureau. 
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Central  Ser\ices  -  provides  centralized  accounting,  administrative, 
budgetary,  personnel,  payroll,  and  fiscal  support  for  the  department. 
The  division  also  oversees  the  County  Attorney  Payroll  Program  and 
the  Extradition  and  Transportation  of  Pnsoners  Program.  In  fiscal 
year  2002,  the  Extradition  and  Transportation  of  Prisoners  Program 
was  transferred  to  the  Governor's  Office. 

Information  Technology  Services  -  oversees  the  department's 
automated  data  processing  and  law  enforcement  telecommunication 
systems. 

Forensic  Science  -  performs  scientific  analyses  of  evidence 
submitted  by  law  enforcement  officials,  coroners,  and  state  agencies; 
promotes  forensic  science  training  and  scientific  criminal 
investigations  in  the  state  and  manages  a  statewide  system  of  death 
investigations. 


Recent  Legislation 
Related  to  Motor  Vehicle 
Registration 


Crime  Control  -  prepares  and  implements  an  annual  plan  for 
strengthening  Montana's  cnminal  and  juvenile  justice  systems.  The 
division  provides  support  services  to  criminal  justice  agencies  such 
as  peace  officer  certification,  data  collection,  and  research.  The 
division  is  also  responsible  for  the  administration  of  various  state  and 
federal  programs  to  help  reduce  crime  and  compensate  its  victims. 

The  department  administers  the  registration  and  titling  of  motor 
vehicles.  The  1999  Legislative  Session  enacted  two  measures 
revising  the  taxation  of  vehicles  classified  as  one  ton  or  less. 


Chapter  180,  Laws  of  1999,  reduced  the  tax  rate  on  light  vehicles 
from  2  percent  to  1 .4  percent  in  calendar  year  2000  and  established  a 
procedure  for  indexing  this  rate  in  future  years.  Chapter  515.  Laws 
of  1999,  approved  a  plan  to  replace  the  light  vehicle  and  new  car 
sales  tax  with  an  annual  fee  and  to  allow  multi-year  licensing.  The 
voters  ratified  the  proposal  in  November  2000.  The  department 
expended  $279,469  for  programming  and  training  required  to 
implement  the  vehicle  fee. 
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Settlements  Handled  by 
the  Department 

Natural  Resource  Damage 
Litigation  Program 


The  Natural  Resource  Damage  Litigation  Program  oversees  the 
environmental  remediation  litigation  in  the  Clark  Fork  River  Basin. 
The  litigation  expenses  were  fiinded  with  money  loaned  from  the 
Coal  Tax  Trust  Fund  by  the  state's  Board  of  Investments. 


Tobacco  Settlement 


On  June  26,  1998,  the  department  received  $15  million  from  ARCO 
for  administrative  and  legal  costs  associated  with  the  litigation.  In 
July  1999,  the  department  received  an  additional  $151  million 
settlement  to  be  used  for  environmental  remediation  work.  Of  this 
amount,  approximately  $22  million  was  transferred  to  the 
Department  of  Environmental  Quality.  The  state  has  an  outstanding 
claim  against  ARCO  for  an  additional  $  1 80  million  which  has  not 
been  resolved.  The  Natural  Resource  Damage  Litigation  Program 
administers  environmental  remediation  contracts  to  assure  the  terms 
of  the  settlement  are  followed. 

The  state  of  Montana  may  receive  an  estimated  $920  million  over  25 
years  as  party  to  a  settlement  agreement  with  seven  tobacco 
companies.  The  total  amount  of  tobacco  settlement  funds  available 
will  be  affected  by  a  number  of  adjustments  including  inflation,  sales 
volume  changes,  and  potential  excise  taxes  contained  in  the  master 
settlement  agreement.  In  November  2000,  Montana  voters  approved 
a  referendum  which  requires  40  percent  of  the  settlement  money 
received  on  or  after  January  1 ,  2001 ,  to  be  placed  in  a  trust  fund  to 
pay  expenses  of  tobacco  use  prevention  programs  as  a  means  to 
reduce  health  care  costs.  The  remaining  60  percent  is  deposited  in 
the  General  Fund.  The  state  of  Montana  received  settlement 
payments  totaling  $34.8  million  in  fiscal  year  1999-2000  and  $26.6 
million  in  fiscal  year  2000-01 .  In  fiscal  year  1999-00,  the 
department  deposited  all  tobacco  settlement  receipts  in  the  General 
Fund.  In  fiscal  year  2000-01,  the  department  deposited  $16  million 
of  tobacco  settlement  receipts  in  the  General  Fund.  The  remaining 
$10.6  million  was  deposited  in  the  Tobacco  Settlement  Trust  Fund. 
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Prior  Audit  Recoininendations 


Prior  Audit  Our  office  performed  the  department's  financial-compliance  audit 

Recommendations  for  the  two  fiscal  years  ended  June  30.  1999.  The  department 

implemented  all  three  recommendations. 
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Medicaid  Fraud  Control 
Unit 


Findings  and  Recommendations 


The  state  receives  a  federal  Medicaid  fraud  control  grant  as  a 
required  element  of  the  federal  Medicaid  program.  The  state 
Department  of  Public  Health  and  Human  Services  (DPHHS) 
administers  the  Medicaid  program.  The  Department  of  Justice 
operates  the  federal  Medicaid  Fraud  Control  Unit  (unit).  The  unit  is 
charged  with  identifying,  investigating,  and  prosecuting  potential 
fraud  in  the  Medicaid  program.  The  following  three  sections  discuss 
ways  to  improve  compliance  with  laws  and  regulations  pertaining  to 
administration  of  the  unit. 


Program  Income 


The  unit  receives  a  portion  of  amounts  recovered  when  Medicaid 
fraud  cases  are  finalized.  The  settlement  funds  received  by  the  unit 
are  considered  program  income  of  the  federally  funded  unit.  Federal 
regulations  require  the  unit  to  obtain  approval  from  the  federal 
Department  of  Health  and  Human  Services  to  spend  program 
income. 


In  February  2001,  the  department  received  and  deposited  $75,000  of 
program  income  for  the  unit.  In  October  2001,  the  department 
received  written  permission  from  the  federal  government  regarding 
allowable  uses  of  the  funds.  No  expenditures  occurred  prior  to 
approval.  Since  the  fiinds  were  held  as  Treasury  cash,  the  interest 
earnings  were  recorded  in  the  General  Fund.  The  state  earned 
approximately  $3,200  in  interest  on  the  program  income.  Per  0MB 
Circular  A- 102,  Common  Rule,  grantees  must  remit  interest  earned 
on  advances  of  federal  fiinds  to  the  federal  agency  at  least  quarterly. 
The  department  could  also  seek  federal  authority  to  spend  the 
interest  as  program  income.  Department  personnel  indicated  they 
were  unaware  of  the  federal  requirements  regarding  payment  of 
interest. 


Recommendation  #1 


We  recommend  the  department  establish  accountability  for 
interest  earned  on  the  federal  program  income  funds  of  the 
Medicaid  Fraud  Control  Unit. 
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Findings  and  Recommendations 


Cash  Management 


Federal  regulations  require  cash  draws  be  limited  to  the  minimum 
amounts  needed  to  meet  the  immediate  cash  requirements  of  the 
program.  In  addition,  section  17-2-108,  MCA,  requires  expenditures 
be  applied  against  appropriated  non-general  fund  money  whenever 
possible  before  using  general  fund  appropriations. 


To  finance  the  unit,  the  department  executes  cash  draws  from  the 
federal  government.  Although  the  department  indicated  cash  draws 
are  executed  monthly,  we  identified  five  months  during  the  audit 
period  that  no  federal  deposits  were  recorded.  In  addition,  we  noted 
inconsistent  cash  draws  in  relation  to  expenditures  for  the  unit. 
Some  months  federal  cash  draws  exceeded  expenditures  while  other 
month's  expenditures  exceeded  cash  draws.  By  drawing  funds  in 
this  fashion  the  department  is  alternately  out  of  compliance  with 
federal  regulations  and  state  law. 


Allowable  Costs 


Recommendation  #2 


We  recommend  the  department  establish  procedures  to  ensure 
cash  draws  from  the  federal  government  are  executed  in 
accordance  with  federal  regulations  and  state  law . 


During  the  audit  we  noted  travel  expenditures  for  a  division 
administrator  who  was  not  a  full-time  employee  of  the  unit  were 
allocated  to  the  Medicaid  Fraud  Control  Unit.  Under  federal 
regulations,  federal  funds  for  Medicaid  Fraud  Control  are  only 
available  for  expenditures  attributable  to  expenses  of  a  fiiU-time 
employee  of  the  unit.  A  department  official  said  travel  expenditures 
of  the  administrators  have  routinely  been  allocated  to  the  funding 
sources  of  the  programs  administered  by  the  Division  of  Criminal 
Investigation. 


Recommendation  #3 


We  recommend  the  department  revise  travel  cost  allocation 
procedures  to  ensure  expenditures  charged  to  the  Medicaid 
fraud  grant  are  allowable. 


Pages 


Findings  and  Recommendations 


State  Compliance 


Payment  of  Internship 
Positions 


We  reviewed  the  department's  compliance  with  certain  statutes 
govemmg  its  operations.  The  foUowmg  five  sections  discuss 
improving  compliance  with  laws  concerning  independent 
contractors,  use  of  general  fund  before  other  funding  sources,  proper 
accounting  for  payroll  expenditures,  fire  marshal  inspections,  and 
aimual  reports. 

During  our  audit  period,  the  Criminal  Investigations  Bureau  hired 
student  interns  to  perform  work  at  the  department.  The  contract  with 
each  intern  stated  the  department  would  provide  tools,  materials, 
equipment,  supervision,  and  training  for  the  student  intern  for  the 
duration  of  the  contract.  The  interns  completed  bi-weekly  timesheets 
each  pay-period.  The  department  did  not  withhold  federal,  state,  and 
PICA  taxes  from  the  interns'  paychecks,  pay  benefits  on  behalf  of 
the  interns,  or  provide  the  interns  with  workers'  compensation.  In 
effect,  the  department  treated  student  interns  as  independent 
contractors. 


Section  39-71-120,  MCA,  defines  an  independent  contractor  as  one 
who  renders  service  in  the  course  of  an  occupation  and  is  free  from 
control  or  direction  over  the  performance  of  the  services,  both  in 
contract  and  in  fact,  and  is  engaged  in  an  independent  trade  or 
business. 

Since  the  department  provided  tools,  equipment,  materials  and  direct 
supervision  to  the  interns,  the  interns  did  not  render  service  in  the 
course  of  an  occupation  and  do  not  meet  the  definition  of  an 
independent  contractor.  As  a  result,  the  state  could  be  liable  for 
taxes  not  withheld  and  costs  associated  with  injuries  on  the  job. 

Department  persormel  indicated  the  student  internship  contract  had 
been  modeled  after  a  university  internship  contract,  and  they  thought 
the  contract  language  had  been  evaluated  for  legality. 


Recommendation  #4 


We  recommend  the  department  establish  procedures  for  hiring 
interns  to  ensure  compliance  with  state  employment  laws. 
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Findings  and  Recommendations 


Gambling  Control  Division 


The  department  received  funding  during  the  1999  legislative  session 
for  the  Gambling  Control  Division  to  implement  the  Automated 
Accounting  and  Reporting  System.  The  department  received  a 
biennial  appropriation.  A  department  official  said  the  department 
spent  the  entire  general  fund  appropnation  of  $380,000  in  fiscal  year 
2000  while  only  spending  $1,891  in  special  revenue  fund  authority  to 
ensure  General  Fund  authonty  was  included  in  the  budget  base  for 
the  next  biennium.  During  fiscal  year  2001  the  department  spent 
$549,1 15  from  the  special  revenue  fund,  leaving  an  unexpended 
appropriation  of  $8,994  for  the  biennium.  Spending  funds  in  this 
fashion  was  not  in  compliance  with  section  17-2-108,  MCA,  which 
requires  expenditures  be  applied  against  appropriated  nongeneral 
fund  money  before  using  general  fund  appropriations. 


Motor  Carrier  Safety 
Assistance  Program 


Recommendation  #5 


We  recommend  the  Gambling  Control  Division  expend 
nongeneral  fund  money  first,  as  required  by  section  17-2-108, 
MCA. 


The  department  participates  in  the  federal  Motor  Carrier  Safety 
Assistance  Program  (MCSAP).  Operating  under  the  requirements  of 
the  grant.  Highway  Patrol  Officers  inspect  semi-truck  safety  features 
to  ensure  regulations  are  being  followed.  The  only  expenses  related 
to  these  inspections  are  salaries  and  benefits  of  the  officers.  Using  a 
formula,  the  department  determines  inspection  costs  allowed  under 
the  grant  and  reduces  salary  expenditures  in  the  state  special  revenue 
fund  while  charging  other  services  in  the  federal  special  revenue 
fund.  Recording  salary  expenditures  as  other  services  does  not 
present  accurately  the  use  of  funds.  In  addition,  understating 
personal  services  distorts  the  personal  service  base  for  budget 
purposes. 
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Recommendation  #6 

We  recommend  the  department  record  personal  services 
expenditures  related  to  the  Motor  Carrier  Safety  Assistance 
Program  as  personal  services  expenditures  on  the  state's 
accounting  system.  


Findings  and  Recommendations 


Fire  Safety 


The  Attorney  General  is  required  to  create  a  fire  prevention  and 
investigation  advisory  council  by  section  2-15-2005,  MCA,  and  the 
advisory  council  is  required  to  meet  at  least  once  annually  by 
section  2-15-122,  MCA.  In  1997  the  Attorney  General  established 
an  advisory  council.  However,  the  council  has  not  met  since  1999. 


Law  Enforcement  Academy 


Recommendation  #7 

We  recommend  the  department  either: 

A.  Seek  legislation  to  eliminate  the  fire  prevention  and 
investigation  advisory  council. 

B.  Hold  advisory  council  meetings  at  least  annually  in 
accordance  with  section  2-15-122,  MCA. 


Section  44-10-202  (8),  MCA,  requires  the  department  to  submit  a 
yearly  report  in  writing  to  the  governor,  attorney  general,  and 
secretary  of  state  regarding  the  activities  of  the  Law  Enforcement 
Academy.  Although  we  were  able  to  verify  the  report  was 
completed  for  each  fiscal  year,  the  governor  and  secretary  of  state's 
offices  were  not  able  to  confirm  the  receipt  of  these  reports. 


Recommendation  #8 


We  recommend  the  department  submit  annual  reports  on  the 
activities  of  the  Law  Enforcement  Academy  as  required  by 
section  44-10-202(8),  MCA. 
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Disclosure  Issue 


Internal  Service  Funds  In  accordance  with  section  17-8-101(6),  MCA,  we  reviewed  the  rates 

and  the  fund  equity  of  the  department's  two  Internal  Service  Funds. 
The  following  sections  disclose  our  findings. 


Agency  Legal  Services  The  department's  Agency  Legal  Services  Bureau  (ALS)  operates  as 

"'^^^"  an  Internal  Service  Fund  providing  requested  legal  services  to  state 

agencies.  From  fiscal  year  1994  through  fiscal  year  1997,  ALS 
routinely  billed  for  and  collected  less  revenue  than  the  costs  of  its 
operations.  The  imbalance  of  revenues  and  expenditures  created  a 
negative  fund  balance  of  approximately  $158,000  at  June  30,  1997. 
During  fiscal  years  1997-98  and  1998-99,  revenues  exceeded 
expenditures  and  the  negative  ftind  balance  was  reduced  to  $87,000. 
In  fiscal  years  1999-00  and  2000-01,  revenues  exceeded 
expenditures  by  small  margins,  effecting  a  further  reduction  in 
negative  fund  balance  to  $35,847.  ALS  continues  to  operate  by 
using  inter-entity  loans  from  the  Highway  Patrol  Retirement  Fund. 

Department  management  requested,  and  the  2001  Legislature 
approved,  an  increase  in  fees  for  ALS.  Since  the  department  has 
made  progress  in  reducing  its  negative  fund  balance,  we  make  no 
recommendation  at  this  time.  We  will  continue  to  monitor  ALS  fees 
in  future  audits. 
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Independent  Auditor's  Report  & 
Agency  Financial  Schedules 


Page  A-1 


Page  A-2 


LEGISLATIVE  AUDIT  DIVISION 


Scott  A.  Seacat,  Legislative  Auditor 
John  W.  Northey,  Legal  Counsel 


Deputy  Legislative  Auditors: 

Jim  Pellegrini,  Performance  Audit 

Tori  Hunthausen,  IS  Audit  &  Operations 

James  Gillett,  Fmancial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Schedules  of  Changes  in  Fund  Balances  &  Property  Held  in  Trust, 
Schedules  of  Total  Revenues  &  Transfers-In,  and  Schedules  of  Total  Expenditures  &  Transfers-Out  of  the 
Department  of  Justice  for  each  of  the  fiscal  years  ended  June  30,  2000  and  2001.  The  information  contained  in 
these  financial  schedules  is  the  responsibility  of  the  office's  management.  Our  responsibility  is  to  express  an 
opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States  of 
America.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about 
whether  the  financial  schedules  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis, 
evidence  supporting  the  amounts  and  disclosure  in  the  financial  schedules.  An  audit  also  includes  assessing  the 
accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the  overall 
financial  schedule  presentation.  We  believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of  accounting  other  than 
generally  accepted  accounting  principles.  The  schedules  are  not  intended  to  be  a  complete  presentation  and 
disclosure  of  the  department's  assets  and  liabilities. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material  respects,  the  results  of 
operations  and  changes  in  fund  balances  of  the  Department  of  Justice  for  each  of  the  fiscal  years  ended  June 
30,  2000  and  2001,  in  conformity  with  the  basis  of  accounting  described  in  note  1. 


espectfuUy  submitted. 


sutmiined. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


December  21,  2001 
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DEPARTMENTT  OF  JUSTICE 

SCHEDULE  OF  TOTAL  EXPENDITURES  &  TRANSFERS-OUT 

FOR  FISCAL  YEAR  ENDED  JUNE  30,  2001 


PROGRAM  (SUBCLASS)EXPENDrruRES  &  TRANSFERS-OUT 

PERSONAL  SERVICES 
SALARIES 

OTHER  COMPENSATION 
EMPLOYEE  BENEFITS 
PERSONAL  SERVICES-OTHER 
Total 

Operabng  Expenses  . 

Other  Services 
Supplies  &  Matenals 
COMMUNICATIONS 
TRAVEL 
Refit 

UTILITIES 

REPAIR  i  MAItJTENANCE 
OTHER  EXPENSES 
Total 

Equipment  &  Intangible  Assets 
Equipment 

INSTALLMNT  PORCHASES-EQUIP-NB 
Total 

CAPITAL  OLTTLAY 
LAND  a  INTEREST  IN  LAND 
Total 

LOCAL  ASSISTANCE 
FROM  STATE  SOURCES 
Total 

GRANTS 
FROM  STATE  SOURCES 
FROM  FEDERAL  SOURCES 
Total 

BENEFITS  i  CLAIMS 
TO  INDIVIDUALS 
Total 


PROGRAM 

(SUBCLASS) 

AGENCY 

CENTRAL 

COUNTY 

DIVISION  OF 

NOT 

LEGAL 

SERVICES 

ATTORNEY 

CRIMINAL 

SPECIFIED 

SERVICES 

DIVISION 

PAYROLL 

INVESTIGATION 

2,966 

S       667,051 

S        506.890 

I     1.379,595 

$                  2,214,688 

155.423 

118,348 

206,445 

608,981 

5,266 
10,665 


145,621 

268.185 

100 

14,611 

33.115 

29 

12.393 

10.464 

15.211 

18850 

36.119 

26.406 

1,917 
10.594 


EXTRADITION  FORENSIC 

.iTRANSP  SCIENCE 

PRISONERS  DIVISION 


$     1.083.091 

253.646 

1.336.737 


GAMBLING 
CONTROL 
DIVISION 


$     1.523.903 

307 

413.200 

1.937.410" 


HIGHWAY 
PATROL 
DIVISION 


$  8.622.370 
4.149978 
12,772.348" 


INFORMATION 

TECHNOLOGY 

SERVICES 


1.358,568 

343.594 

1.702  162 


326.026         $ 

39.255 

55.064 

683,733 

1,520,402 

571.877 

184.105 

21 

218.424 

51,815 

1,822.763 

426.432 

88.875 

25.013 

72,195 

178.644 

41.368 

119.600 

170.977 

34.155 

51,945 

531.981 

35.045 

217.619 

535.659 

175,898 

254.364 

80.912 

119 

15.665 

21.883 

5.810 

66.238 

58.930 

19,207 

388.004 

18,431 

134.313 

25,928 

25,420 

180.652 

35.707 

17.545 
2.700 


JUSTICE  SYSTEM 
SUPPORT 
SERVICE 


671,566 

950 

169,889 


642,405 


263,673 
53.751 
35.547 
62.503 
47.289 

2,459 
32,401 


1,134,942 
9,850,131 


LAW 

ENFORCEMENT 
ACADEMY 
DIVISION 


348,254 
99,082 


447,336 


LEGAL 
SERVICES 
DIVISION 


$     2,320,424 

119 

547149 

2,867,692~ 


MOTOR 
VEHICLE 
DIVISION 


$  3,492,428 
1,380,919 
4,873.34r 


$  24.191.794 

1.376 

8.446.654 

2.672 

32.642.496 


320.381 

1,287,889 

2,059,670 

7,541,776 

133.152 

70,126 

246,338 

3.254.753 

23,746 

56,739 

557,573 

1.102,686 

53.800 

64,874 

85,722 

1,244.663 

4.773 

127,695 

501,298 

2.008.032 

72.912 

19.374 

135.763 

52,445 

12,284 

87.811 

712.992 

12,369 

78,510 

75,760 

622.319 

1.711.507 
2.700 


1.134.942 
9850.131 


763.536 


TRANSFERS 
ACCOUNTING  ENTITY  TRANSFERS 
Total 


Det}t  Ser/ice 
BONDS 

INSTALLMENT  PURCHASES 
Total 

Total  Expenditures  &  Transfet^Out 

EXPENDITURES  &  TRANSFERS-OUT  BY  FUND 

General  Fund 

Spedal  Revenue  Fund 

Internal  Service  Fund 
Total  Expenditures  &  Transfers-Out 

Less:    Nonbudgeled  Expenditures  4  Translers-Out 

Prior  Year  Expenditures  &  Transfers-Out  Adjustments 
Actual  Budgeted  Expenditures  &  Transfers-Out 
Budget  Auttxmty 
Unspent  Budget  Auttionty 


5.767 

0 


5.767 

$. 

1.063,210 

1.099.547 

303.643 

784.023 

11.881 

1.099.547 

1.586,040 
1,586.040 

% 

4.021.021 

;               3.095 
2.672 

1.063.210 
1.063.210 

i 

2.353.808 
1.667.213 

5.767 

1.586.040 

4.021.021 

0 
1.023 


1.062.187 
1.176.895 


0 
108 


1.099.439 
1,335.735 


0 
636 


1,585.404 
1,630,606 


0 
2,104 


4,018.917 
4,173,019 


210.253 
210,255 


$     1,915,163 
639,547 


0 
(3,123) 


2,557,833 
2,613,730 


$        673,647 
24,219352 


0 

(731,741) 

25,624,740 

34,232,807 


$        861,802 
18,150,212 


(143,122) 
19,155,136 
20,112,407 


2.307.729 
957.563 

0_ 

3.265.292 

2.700 

27.233 

3.235.359 

3480,487 


2,524,220 
10,564,517 


13088,737 
16,422,499 


69.600 
12.223 


1.054.240 
152.847 


0 
905 


1.206,182 
1.257.737 


$    2.636.784 
6342.647 


4.886.948 

7  552 

4.084.931 

4.514.869 


S  8252.116 
403.053 


0 

(5.744) 

8.660,913 

6,777  502 

S       116,589 


69  600 
496,831 


t    8,979,431         $  8655,169         $  89.641,277 


S  24,679,445 

63,884,069 

1.077,763 


4,895,415 

(844,169) 

85  590,031 

99,938.548 


UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 

Speaal  Revenue  Fund 

Internal  Service  Fund 
Unspent  Budget  Auttiority 


129.398 
106  897 


29.537 
124  565 


2         I  12.306         $  20,067 

43,591  8,588,000 


S     8,608067 


133,290 

$ 

41,415 

823,981 

193,499 

10214 

29,693 
3.304,069 


28  208 
23.347 


147603 
282.335 


J        733.310 

13.490.284 

124  923 

i    14  348.517 


Ths  schedule  is  prepared  from  the  Statewide  Accountng.  Budgeting,  and  Human  Resources  System  (SABHRS)  without  adjustment    Additional  infomiation  is  provided  in  the  notes  lo  the  financial  schedules  beginning  on  page  A-1 1 
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DEPARTMENT  OF  JUSTICE 

SCHEDULE  OF  TOTAL  EXPENDfTURES  &  TRANSFERS-OUT 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30  2000 


PROGRAM 
(SUBCLASS! 

NOT 
SPECIFIED 


PROGRAM  (SUBCLASSI  EXPENDmjRES  i  TRANSFERS-OL/T 


AGENCY 

LEGAL 
SERVICES 


CENTRAL 
SERVICES 
DIVISION 


COUNTY 
ATTORNEY 
PAYROLL 


DIVISION  OF 

CRIMINAL 

INVESTIGATION 


EXTRADrTION  & 

TRANSP 

PRISONERS 


FORENSIC 
SCIENCE 
DIVISION 


GAMBLING 
CONTROL 
DIVISION 


HIGHWAY 
PATROL 
DIVISION 


INFORMATION 

TECHNOLOGY 

SERVICES 


JUSTICE  SYSTEM 
SUPPORT  SERVICE 


LAW  ENFORCEMENT 
ACADEMY  DIV 


LEGAL 
SERVICES 
DIVISION 


MOTOR 
VEHICLE 
DIVISION 


PERSONAL  SERVICES 
SALARIES 

OTHER  COMPENSATION 
EMPLOYEE  BENEFITS 
PERSONAL  SERVICES-OTHER 
Toal 

Operating  Expenses 
Other  Services 
Supplies  &  Malenals 
COMMUNICATIONS 
TRAVEL 
Rent 

UTILITIES 

REPAIR  &  MAINTENANCE 
OTHER  EXPENSES 
Tout 

Equipmefit  ft  lntangit>le  Assets 
Equipment 

CAPfTAL  LEASES-EQUIPMENT-NONBU 
INTANGIBLE  ASSETS 
Total 


13.873 
11.300 


2.027 
(12.872) 


16.358 
9.523 


688.122 
168,425 


5.260 
1 1 .575 


S  435.138         $         1.355.905         i  2.121.087 

111.621  200.063  581,301 


14.295 

108.515 

98.748 

16.879 

17.455 

85.463 

2.991 

11.393 

9.978 

6.339 

10,579 

8.983 

14.576 

36,045 

22.017 

3.060 
4.631 


14.100 
1.700 


S       1.025.182 
238.958 


1 .530.281 

379 

410.206 


8.432,437         S 
3.923.660 


1,295.722         % 
326,808 


340,129    S 

38.479 

141.712 

539.242 

1.516.956 

1,151,890 

231,759 

317 

261.322 

80.948 

1.300.862 

339,567 

99,397 

37.650 

79.073 

179.627 

43,427 

125.997 

140.955 

39.025 

41,291 

548.426 

22,933 

166,106 

411.442 

163,144 

240.100 

76,959 

264 

10.737 

8 

11.643 

6.490 

48.580 

93.371 

34.181 

387.929 

11.353 

153.257 

46.941 

26.793 

194,870 

64.137 

663,465 

1.550 

169.955 


246.351 
69.862 
41.402 
62.792 
37.211 

7,081 
23,964 


361,267 
95,289 


J       1.922.175 

454,316 

2376,493 


»       3,425.131 
1.344.005 


23.399.024 

1.929 

8.040.482 

11.300 

31,452,735 


314.763 

476.340 

2.014.954 

7,002.374 

138.236 

70.506 

247.011 

2.860187 

25.130 

60.788 

505,866 

1.096,722 

91.770 

74,023 

95,140 

1,266,253 

7.370 

99,489 

485,375 

1,759,836 

60.378 

18,331 

107,851 

38.264 

17.516 

72.643 

721.465 

14.797 

67.922 

74.834 

670.649 

1.671,642 
9,523 

138,575 


LOCAL  ASSISTANCE 
FROM  STATE  SOURCES 
Total 


GRANTS 
FROM  STATE  SOURCES 
FROM  FEDERAL  SOURCES 
Total 


1,134,942 
7.350.643 


1.134.942 
7.350.643 


BENEFITS  ft  CLAIMS 
TO  INDIVIDUALS 
Total 


TRANSFERS 
ACCOUNTING  ENTITY  TWVNSFERS 
Total 


DelM  Service 
BONDS 

INSTALLMENT  PURCHASES 
Total 

Total  Expenditures  ft  TranslervOul 

EXPENDITURES  ft  TRANSFERS-OUT  BY  FUND 

General  Fund 

Special  Revenue  Fund 

Intemal  Service  Fund 
Total  Expenditures  ft  Transfers-Oul 

Less     NontKjdgeted  Expenditures  &  Transfers-Out 

Pnof  Year  Expenditures  ft  Translers-Out  Adjustments 
Acaual  BuOgeted  Expenditures  ft  Transfers-Oul 
Budget  Auinonty 
Unspent  Budget  AuUionty 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 

Special  Revenue  Fund 

InterTtal  Service  Fund 
Uropent  Budget  Authonty 


_ 

691 



276 

_ 

3.033 

_ 

138 

384,972 

617,821 

s 

1,056,060 

S 

795439 

S 

1,555,968 

S 

3,959.156 

$ 

179,751 

s 

2,399.695 

S 

32.680,291 

S 

16,108,459 

J 

4,075,490 

$ 

777 

606.744 

11.300 

J_ 

1,056.060 
1,058.060 

J 

276.042 

507.640 

11.757 

796.439 

i 

1,555,966 

i 

2.216.983 
1.742.175 

S 

179751 

I 

1,884,717 
514,978 

$ 

901,236 
31,779.055 

s 

1.058.007 
17.050,452 

$ 

2,477,739 

1,587.537 

10.214 

4,075.490 

S 

617.621 

1 ,555,968 

3.959.158 

179.751 

2,399,695 

32.680.291 

16,108,459 

509.814 

108,007 

0 

0 

$~ 

0 

1.556 

1,056.502 

1,102,496 

45994 

J~ 

0 

(342) 

795.761 

1,196,572 

402,791 

%~ 

0 

(540) 

1.556,508 

1,586.986 

30  476 

i 

0 

2.244 

3.956.914 

4.159.536 

202  622 

$ 

0 
15.272 
164.479 
164.479 

0 

i' 

0 

(1,453) 

2,401,148 

2,520,180 

J~ 

0 

76,659 

32,603,632 

33.997,728 

1.394,096 

J~ 

0 

(95.970) 

18.204,429 

18.407,703 

203,274 

J 

0 

(8.4551 

4,083,945 

4,281.738 

197.793 

i         0 

119.032 

J 

s 

s 

45,994 
45,994 

s 

65,354 

337,411 

26 

402,791 

% 

30478 

i 

65.024 
137.596 

% 

0 

s 

10.216 
106.816 

s 

3,235 
1,390,861 

s 

53,614 
149,660 

t 

1.013 
196,780 

s 

i                        0 

30478 

i 

202.622 

s 

0 

119.032 

1,394,096 

203.274 

$ 

197.793 

% 

2.531.112         S 
6.093.616 


0 
(333,294) 


10,958  024 
13,680,799 


24,800 
2.697.975 


67.200 
12.284 


1.057.165 
169.563 


0 
23.752 


1.202,996 
1,283,134 


2,405.726 

645,112 

516 


(30.962) 


3.282.310 
4,798.997 


i       8,004.452 
431.064 


(TT!) 
24.557 


8.411.736 
8.584.675 


67,200 
551,061 


24,549,697 

63.326,938 

1.091.849 


509.047 

(216.967) 

88.678.404 

95.767,023 


53,361 

S 

190.799 

S 

172.939 

S 

670,833 

26,777 

1.325.888 

0 

6,371.766 
46.020 

Thia  echedule  is  prepared  fiom  tne  Statewide  Accounting  Budgeting,  and  Human  Resources  System  (SABHRS)  wrtnout  adjustment   Addrlxvial  infonnatxjn  is  provided  in  the  notes  to  the  financial  schedules  Deginning  on  page  A-1 


PageA-10 


Department  of  Justice 

Notes  to  the  Financial  Schedules  for  the 
Two  Fiscal  Years  Ended  June  30,  2001 


1_    Summary  of  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  department,  consisting  of  the  Department  of  Justice  and  the 
Board  of  Crime  Control,  uses  the  modified  accrual  basis  of 
accounting,  as  defined  by  state  accounting  policy,  for  its 
Governmental  Funds.  In  applying  the  modified  accrual  basis,  the 
department  records: 


Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable,  with  the 
exception  of  the  cost  of  employees'  annual  and  sick  leave. 
State  accounting  policy  requires  the  department  to  record  the 
cost  of  employees'  annual  leave  and  sick  leave  when  used  or 
paid. 

The  department  uses  accrual  basis  accounting  for  Proprietary  Funds. 
Under  the  accrual  basis,  as  defined  by  state  accounting  policy,  the 
department  records  revenues  in  the  accounting  period  earned  when 
measurable  and  records  expenses  in  the  penod  incurred  when 
measurable. 


Basis  of  Presentation 


Expenditures  and  expenses  may  include:  entire  budgeted  service 
contracts  even  though  the  department  receives  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order  before 
fiscal  year-end,  but  not  received  as  of  fiscal  year-end;  and  equipment 
ordered  with  a  purchase  order  before  fiscal  year-end. 

The  financial  schedule  format  is  in  accordance  with  the  policy  of  the 
Legislative  Audit  Committee.  The  financial  schedules  are  prepared 
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Notes  to  the  Financial  Schedules 


from  the  transactions  posted  to  the  states  accounting  system  without 
adjustment. 


Governmental  Funds 


Accounts  are  organized  in  funds  according  to  state  law.  The 
department  uses  the  following  funds: 

General  Fund  -  to  account  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund. 


Proprietarj'  Funds 


Fiduciary  Funds 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific  revenue 
sources  legally  restricted  to  expenditures  for  specific  purposes. 
Department  Special  Revenue  Funds  include  accounts  for  Highway 
Patrol  operations,  collection  of  gambling  taxes,  federal  financial 
assistance,  and  the  Natural  Resources  Damage  Litigation  Program. 

Internal  Service  Fund  -  to  account  for  providing  goods  or  services  to 
other  agencies  or  departments  on  a  cost-reimbursement  basis. 
Department  Internal  Service  Funds  include  the  Agency  Legal 
Services  Bureau  which  provides  requested  legal  services  for  other 
state  agencies,  and  the  Bankruptcy  and  Collection  Unit  which 
provides  bankruptcy  and  collection  services  to  state  agencies. 

Agency  Funds  -  to  account  for  assets  held  by  the  State  in  a  trustee 
capacity  or  as  an  agent  for  individuals,  private  organizations,  other 
governments  or  other  funds.  The  department  has  one  Agency  Fund, 
the  Highway  Patrol  Seized  Cash. 


2-    General  Fund  Balance 


Each  department  has  authority  to  pay  obligations  from  the  statewide 
General  Fund  within  its  appropriation  limits.  The  department's  total 
assets  placed  in  the  fund  exceed  outstanding  liabilities,  resulting  in 
positive  ending  Genera!  Fund  balances  for  each  of  the  two  fiscal 
years  ended  June  30,  2000  and  June  30,  2001 .  These  balances  reflect 
activity  at  the  agency  and  not  the  fund  balance  of  the  statewide 
General  Fund. 


Expenditure  Program 
(Sub-Class) 
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As  part  of  the  implementation  of  a  new  accounting  system  in  fiscal 
year  1999-00,  state  officials  determined  that  a  sub-class  designation 


Notes  to  the  Financial  Schedules 


4.    Direct  Entries  to  Fund 
Balance 


5.    Gambling  Control 


6.  Video  Gambling  Taxes 


would  identify  the  program  to  which  an  expenditure  should  be 
charged.  State  officials  did  not  require  non-budgeted  expenditure 
transactions  to  be  identified  to  a  sub-class.  The  program 
designations  in  the  Schedule  of  Total  Expenditures  &  Transfers-Out 
for  the  fiscal  years  ended  June  30,  2000  and  2001 ,  are  based  on  the 
sub-class  designation  used  when  the  expenditures  were  recorded. 
The  accounting  system  did  not  require  agencies  to  code  non- 
budgeted  accounts  with  a  subclass  code  identifying  the  expenditure 
program  in  which  the  activity  occurred.  This  non-budgeted  activity 
is  included  in  the  column  titled  Program  (Sub-Class)  Not  Specified 
on  the  Schedule  of  Total  Expenditures  &  Transfers-Out  For  the 
Fiscal  Year  Ended  June  30,  2000  and  2001. 

Direct  entries  to  fund  balances  in  the  General  and  Special  Revenue 
fund  types  include  entries  generated  by  SABHRS  to  reflect  the  flow 
of  resources  within  individual  funds  shared  by  separate  agencies. 

The  1999  legislature  approved  funding  for  the  Automated 
Accounting  and  Reporting  System  (AARS)  which  would  allow  video 
gambling  machines  to  communicate  via  telephone  lines  with  a 
central  computer  system  to  verify  that  only  approved  gaming 
software  is  running  and  to  collect  information  on  machine  play.  The 
department  signed  a  contract  with  Lodging  and  Gaming  Systems, 
Inc.  (company)  to  deliver  a  system.  The  department  paid  the 
company  $930,000  in  fiscal  years  2000  and  2001.  The  system  was 
not  delivered  and  the  department  filed  a  lawsuit  against  the  company 
for  breach  of  contract.  The  company  has  filed  a  counter-suit.  No 
dollar  amounts  are  currently  stipulated  in  the  lawsuits. 

The  department  collects  taxes  of  15  percent  of  the  gross  income  of 
each  licensed  video  gambling  machine.  Taxes  totaled  $13,930,532 
and  $20,537,729  in  the  General  Fund  and  $27,589,262  and 
$19,576,131  in  the  Special  Revenue  Fund  in  fiscal  years  1999-00 
and  2000-01,  respectively.  All  taxes  deposited  in  the  Special 
Revenue  Fund  were  distributed  to  local  governments  by  the 
department.  In  compliance  with  a  legislated  change  to  section 
23-5-610(6),  MCA.  the  distribution  of  these  taxes  changed  to  100 
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Notes  to  the  Financial  Schedules 


7-      Tobacco  Settlement 


8.    Natural  Resource  Damage 
Litigation  Settlement 


percent  General  Fund  on  April  1,  2001.  Two  thirds  of  video 
gambling  taxes  were  recorded  in  the  Special  Revenue  Fund  for 
distribution  to  local  governments  prior  to  that  date. 

The  state  of  Montana  could  receive  an  estimated  $920  million  over 
25  years  as  party  to  a  settlement  agreement  with  seven  tobacco 
companies.  The  total  amount  of  tobacco  settlement  funds  available 
will  be  affected  by  a  number  of  adjustments,  including  inflation, 
sales  volume  changes,  and  potential  excise  taxes  contained  in  the 
master  settlement  agreement.  The  department  recorded  settlement 
payments  totaling  $34.8  million  and  $16  million  as  settlements  in  the 
General  Fund  in  fiscal  years  1999-2000  and  2000-2001,  respectively. 
Settlement  revenue  is  included  in  the  Fines  and  Forfeits  revenue 
classification  on  the  Schedules  of  Total  Revenues  and  Transfers-In. 
Ongoing  annual  payments  began  in  Apnl  2000  and  continue  through 
2025.  The  state  will  continue  to  receive  settlement  payments  as  long 
as  tobacco  is  sold  in  Montana.  The  settlement  may  be  used  at  the 
discretion  of  the  legislature. 

In  1983  the  department  filed  a  lawsuit  against  Atlantic  Richfield  Co. 
for  damages  to  natural  resources  in  the  Upper  Clark  Fork  River 
Basin.  In  1998  several  portions  of  the  lawsuit  were  settled.  The 
department  received  $134  million  from  the  settlement  in  fiscal  year 
2000.  Funds  are  earmarked  for  restoration  of  natural  resources  in  the 
Upper  Clark  Fork  River  Basin.  The  settlement  accounts  for  the  large 
increase  in  fund  balance  in  the  Special  Revenue  Fund  on  the 
Schedule  of  Changes  in  Fund  Balances  and  Property  Held  in  Trust  in 
fiscal  year  2000. 
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ATTORNEY  GENERAL 

STATE  OF  MONTANA 


Mike  McGrath 
Attorney  General 


February  19,2002 


Mr.  Scott  Seacat 
Legislative  Auditor 
Legislative  Audit  Division 
P.O.  Box  201705 
Helena,  MT  59620-1705 


Department  of  Justice 
215  North  Sanders 
PO  Box  201401 
Helena,  MT  59620-1401 


RECEIVED 

FEB  2  1  2002 
LEGISUTIVE  AUDIT  DIV. 


Dear  Scott: 

The  staff  of  the  Department  of  Justice  and  I  wish  to  express  our  appreciation  for  the 
manner  in  which  your  staff  conducted  the  Financial  Compliance  Audit.  Your  willingness 
to  schedule  around  fiscal  year  end  was  important  to  our  operation.  We  appreciate  the 
audit  function  for  the  review  it  provides  us  and  allows  us  to  make  compliance  changes  to 
conform  to  State  laws  and  Generally  Accepted  Accounting  Principles.  The  audit  also 
provides  an  opportunity  for  us  to  share  with  your  staff  how  this  department  functions,  and 
hopefully,  this  information  can  be  used  when  questions  are  asked  of  your  division  about 
the  Department  of  Justice. 

Following  are  the  responses  of  the  Department  of  Justice  to  the  audit  recommendations 
presented  in  your  audit  report  covering  fiscal  years  2000  and  2001 . 

Recommendation  #1 

We  recommend  the  department  establish  accountability  for  interest  earned  on  the  federal 
income  funds  of  the  Medicaid  Fraud  Control  Unit. 

The  department  concurs.  Upon  receiving  future  income,  the  department  will  deposit  the 
funds  in  an  interest  bearing  account.  Federal  approval  will  be  requested  to  expend  the 
interest  within  Medicaid  Control  Unit.  If  approval  is  not  given,  the  interest  will  be 
returned  to  the  federal  government.  This  process  has  been  implemented. 

Recommendation  #2 

We  recommend  the  department  establish  procedures  to  ensure  cash  draws  from  the 
federal  government  are  executed  in  accordance  with  federal  regulations  and  state  law. 

The  department  concurs.  Cash  draws  will  be  done  on  a  monthly  basis  at  a  minimum. 
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TELEPHONE:  (406)444-2026        FAX:  (406)444-3549        E-MAIL:  contactdojOstate.mt.us 


Recommendation  #3 

We  recommend  the  department  revise  travel  cost  allocation  procedures  to  ensure 
expenditures  charged  to  the  Medicaid  Fraud  Grant  are  allowable. 


The  agency  concurs.  The  department  has  revised  travel  cost  allocation  procedures  to 
ensure  compliance  with  the  grant. 

Recommendation  #4 

We  recommend  the  department  establish  procedures  for  hiring  interns  to  ensure 
compliance  with  state  employment  laws. 

The  department  concurs.  The  agency  is  in  process  of  formally  adding  the  procedure  to 
our  policy  manual.  The  process  has  been  distributed  to  all  divisions,  in  the  interim,  for 
compliance  purposes. 

Recommendation  #5 

We  recommend  the  Gambling  Control  Division  expend  nongeneral  fund  money  first,  as 
required  by  section  17-2-108,  MCA. 

The  agency  concurs. 

Recommendation  #6 

We  recommend  the  department  record  personal  services  expenditures  related  to  the 
Motor  Carrier  Safety  Assistance  Program  as  personal  services  expenditures  on  the  state's 
accounting  system. 

The  department  concurs.  For  FY  2002,  the  state's  accounting  system  will  reflect  these 
personal  services  expenditures. 

Recommendation  #7 

We  recommend  the  department  either: 

A.  Seek  legislation  to  eliminate  the  fire  prevention  and  investigation  advisory 
council. 

B.  Hold  advisory  council  meetings  at  least  armually  in  accordance  with  section  2- 

15-122,  MCA. 
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The  agency  concurs.  The  Division  of  Criminal  Investigation  will  schedule  meeting(s)  in 
2002  and  remain  in  compliance  of  2-15-122,  MCA. 


Recommendation  #8 

We  recommend  the  department  submit  annual  reports  on  the  activities  of  the  Law 
Enforcement  Academy  as  required  by  section  44-10-202(8),  MCA. 

The  department  concurs.  The  Division  of  Criminal  Investigation  will  ensure  the 
appropriate  information  is  available  on  the  department's  Web  site,  and  notify  the 
Governor's  Office  and  the  Secretary  of  State  of  the  data's  existence.  This  will  be  in  lieu 
of  a  written  report. 


Sincerely  yours 


MIKE  McGRATH 
Attorney  General 


Page  B-5 


